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E.O. 11652: N/A 
TAGS: ECON, PN 

SUBJECT: GOP CONSULTATIONS WITH PRIVATE SECTOR INTENSIFIED 
GUATEMALA PASS ROCAP 
REF: PANAMA 5777 

SUMMARY: CONSIDERABLE PUBLICITY HAS BEEN GIVEN TO MEETINGS 
OF GOVERNMENT OFFICIALS WITH REPRESENTATIVES OF THE PRIVATE 
SECTOR OVER THE LAST WEEK, WITH SESSIONS NOTEWORTHY FOR HIGH 
LEVEL OF GOP REPRESENTATION, UP TO AND INCLUDING GENERAL 
TORRIJOS, AND LEADING ROLE OF VICE PRESIDENT GERARDO GONZALEZ. 
EMBASSY INFORMED BY PARTICIPANTS THAT PRIVATE BUSINESSMEN AND 
BANKERS HAVE USED OPPORTUNITY TO EXPRESS FEARS REGARDING WHAT 
THEY VIEW AS "DRIFT" OF GOP TOWARD INCREASED INVOLVEMENT IN 
ECONOMY IN COMPETITION WITH PRIVATE SECTOR AND CONCERNING THEIR 
CONTINUED PROBLEMS WITH LABOR CODE AND ITS IMPLEMENTATION. 

END SUMMARY 
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1. GOP HAS INTENSIFIED ATTEMPTS TO IMPROVE LINES OF COM- 
MUNICATIONS WITH PRIVATE SECTOR WITH NEW SERIES OF HIGH-LEVEL 
MEETINGS BETWEEN REPRESENTATIVES OF BOTH SIDES. RECEIVING 
MOST PUBLICITY WAS MEETING HELD SEPTEMBER 20 IN LOS SANTOS 
SPONSORED BY METROPOLITAN AND INTERIOR CHAPTERS OF 
ASSOCIATION OF PANAMANIAN INDUSTRIALISTS (SIP), IN WHICH 
GENERAL TORRIJOS PARTICIPATED. ALSO PUBLICIZED WAS SEPTEMBER 
19 SESSION AT PRESIDENTIAL PALACE WITH MERCHANTS AND BANKERS. 

SEPTEMBER 17 MEETING AT SAME SITE WITH INDUSTRIALISTS AND 
BANKERS WAS NOT ANNOUNCED PUBLICLY. VICE PRESIDENT GERARDO 
GONZALEZ ACTED AS HOST OR PRINCIPAL GOVERNMENT SPOKESMAN AT 
ALL SESSIONS, WITH A NUMBER OF MINISTERS ALSO PARTICIPATING. 

GONZALEZ WAS ALSO GUEST OF HONOR AT SEPTEMBER 25 MEETING OF 
ASSOCIATION OF PANAMANIAN BUSINESS EXECUTIVES (APEDE), WHICH 
CONSIDERED GENERAL AGRICULTURAL SITUATION AND FUNCTIONING OF 
ASF, NT AMTENTOS. 

2. IN HIS ADDRESS TO LOS SANTOS MEETING (PRINTED IN SEMI- 
INDEPENDENT DAILY "LA ESTRELLA"), SIP PRESIDENT ING. JUAN 
JOSE AMADO III CALLED FOR A NATIONAL EMERGENCY PLAN FOR 
INDUSTRIAL DEVELOPMENT, TO INCLUDE GREATER PROMOTION LOCALLY OF 
ARTICLES MADE IN PANAMA; FACILITATION OF EXPORTS; MORE 
SYSTEMATIZED COMMUNICATION BETWEEN GOVERNMENT AND 
INDUSTRIALISTS, INCLUDING VISITS BY GOP OFFICIALS TO PLANTS 

AND TO SIP MEETINGS AND OCCASIONAL PARTICIPATION BY PRIVATE 
SECTOR IN SESSIONS OF COUNCIL OF STATE; POLICY TO PROMOTE LARGER 
PERCENTAGE OF INDUSTRIAL INVESTMENT IN INTERIOR; TEMPORARY 
SUSPENSION OF BILATERAL FREE TRADE AGREEMENTS WITH CENTRAL 
AMERICAN COUNTRIES TO IMPROVE BALANCE OF TRADE AND REDUCE 
UNEMPLOYMENT; GENERAL REVIEW OF GOVERNMENT ECONOMIC POLICY; 

AND CALL FOR MORE LIBERAL POLICY ON PART OF BANKS FOR INDUSTRIAL 
CREDITS. (LAST POINT, INTERESTINGLY, INCLUDED PLUG FOR COFINA, 

THE PROPOSED BUT NOT YET ESTABLISHED NATIONAL FINANCE CORPORA- 
TION, CONCERNING WHICH MOST PRIVATE SECTOR SPOKESMEN HAVE 
BEEN SOMEWHAT WARY. AMADO SAID THAT COFINA'S CREATION UNDOUBTEDLY 
WOULD HELP ALLEVIATE LACK OF INDUSTRIAL CREDIT). AFTER PAYING 
HOMAGE TO NEED FOR NEW CANAL TREATY AS VITAL ELEMENT FOR 
PANAMA'S DEVELOPMENT, AMADO ALSO INCLUDED SOMEWHAT MORE 
SPECIFIC RECOMMENDATIONS FOR ACTION, CALLING FOR POLICIES 
TO PROMOTE INCREASED MANUFACTURE OF AGRICULTURAL MACHINERY 
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AND TOOLS, BETTER UTILIZATION OF WOOD PRODUCTS AND INDUSTRIALI- 
ZATION OF AGRICULTURAL AND MARINE RESOURCES IN GENERAL, AND 
MANUFACTURE OF GLASS CONTAINERS AND OF TRUCK TRAILERS. VICE 
PRESIDENT GONZALEZ IS REPORTED BY PRESS AS HAVING ASSURED 
SIP REPS THAT THEIR PROPOSALS WOULD BE EVALUATED AND DISCUSSED 
WITHIN GOP VERY SHORTLY, SINCE CONSULTATION AMONG VARIOUS 
SECTORS OF COUNTRY WAS THE "POLICY OF THE REVOLUTION". 

WE HAVE RECIEVED CONFLICTING ACCOUNTS FROM PARTICIPANTS OF 
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JUST HOW CONCILIATORY TONE OF VICE PRESIDENT'S RESPONSE 
ACTUALLY WAS. MEETING CHARACTERIZED TO US AS HAVING STRESSED 
PUBLIC RELATIONS OVER SUBSTANCE. MINISTERS OF PLANNING, 
GOVERNMENT AND JUSTICE, EDUCATION, COMMERCE, AGRICULTURE, 
LABOR, AND VICE MINISTERS OF FOREIGN RELATIONS AND OF 
COMMERCE WERE PRESENT, IN ADDITION TO GENERAL TORRIJOS AND 
VICE PRESIDENT. 

3. SESSION AT PRESIDENTIAL PALACE SEPTEMBER 19 WAS 
PUBLICIZED AS MEETING WITH REPRESENTATIVES OF CHAMBER OF 
COMMERCE, SIP, AND BANKING ASSOCIATION AT WHICH PROBLEM 
OF INFLATION WAS MAJOR TOPIC. PRESS QUOTED VICE PRESIDENT AS 
SAYING MEETING WAS PART OF PROGRAM OF CONSULTATION WITH 
DIFFERENT SECTORS WITH OBJECT OF IDENTIFYING MOST IMMEDIATE 
ECONOMIC PROBLEMS IN ORDER TO SEEK NECESSARY SOLUTIONS. 
CHAMBER PRESIDENT DE DIEGO RESPONDED WITH EXPRESSION OF APPRE- 
CIATION FOR OPPORTUNITY OF DIRECT DISCUSSION WITH HIGH GOP 
OFFICIALS. PRIVATE BANKER WHO ATTENDED TOLD EMBOFF THAT 
DISCUSSIONS WERE FAIRLY WIDE-RANGING, WITH PRINCIPAL EMPHASIS 
ON TWO PRIVATE SECTOR COMPLAINTS: 1 ) BUSINESS COULD NEVER 
KNOW FOR SURE IN WHAT DIRECTION GOVERNMENT WAS GOING BUT IN- 
CREASINGLY SUSPECTED IT WAS HEADING LEFTWARD, TOWARD INCREASED 
INVOLVEMENT IN ECONOMY: THIS WAS SAID TO BE IMPORTANT CONTRI- 
BUTION TO LACK OF BUSINESS CONFIDENCE; AND 2) BUSINESS EXE- 
CUTIVES WERE REQUIRED TO SPEND UP TO 40 PERCENT OF THEIR TIME 
ON EMPLOYEE RELATIONS, LABOR PROBLEMS ARISING FROM IMPLE- 
MENTATION OF LABOR CODE. ALSO RAISED WERE WORRIES OVER HIGH 
TAXES; LACK OF PROTECTION (INCREASED CRIME-IN-TH-STREETS), 

WHICH ALSO WAS AFFECTING TOURISM POTENTIAL; RISING PUBLIC 
DEBT; AND PROBLEM OF CONTRABAND FROM CANAL ZONE. WITH 
REGARD TO LAST ITEM, OUR INFORMANT SAID FINANCE 
MINISTER SANCHIZ GAVE STRONG HINT THAT GOP EXPECTED 
SOON TO APPREHEND A BIG OPERATOR AND MAKE EXAMPLE 
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OF HIM. PLANNING MINISTER BARLETTA RESPONDED EFFECTIVELY 
TO QUESTIONS ON TAXES AND DEBT. LABOR MINISTER MURGAS 
WAS PRESENT BUT DID NOT SPEAK; ALSO ATTENDING WERE 
MINISTERS OF HOUSING AND OF COMMERCE. 
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4. MEETING OF SEPTEMBER 17, WHICH WAS NOT PUBLICIZED, 

BROUGHT TOGETHER SIP OFFICERS, OTHER INDUSTRIALISTS AND 
BANKERS WITH VICE PRESIDENT AND CABINET MINISTERS AND AP- 
PEARED TO BE INITIAL IMPLEMENTATION OF EFFORT PROMISED 

BY PLANNING MINISTER (AND NATIONAL BANKING COMMISSION PRESI- 
DENT) BARLETTA TO FACILITATE CREDIT EXPANSION FOR LOCAL 
ENTERPRISES (REFTEL). ONE PARTICIPANT INFORMED US THAT REPRESENTATIVES 

FROM THE VARIOUS COMPETING BANKS MADE NO DIRECT RESPONSES 
TO SPECIFIC EXAMPLES OF CREDIT REQUIREMENTS RAISED DURING 
MEETING. LACK OF CONFIDENCE STEMMING FROM PERCEIVED SHIFT 
OF GOVERNMENT TOWARD MORE ACTIVE ROLE IN ECONOMY WAS ALSO 
RAISED BY A PRIVATE SECTOR REP IN THIS MEETING. MINISTERS 
OF PLANNING, FINANCE, AND HOUSING ATTENDED. 

5. COMMENT: TIMING OF THIS ROUND OF CONSULTATIONS IS 
INTERESTING. BUSINESS COMPLAINTS AIRED ARE MOSTLY OF CHRONIC. 

RATHER THAN ACUTE, NATURE-NOTHING TO MAKE SUCH INTENSIVE 
HIGH-LEVEL EFFORT (FOUR MAIOR MEETINGS IN NINE DAYS) IN- 
LIMITED OFFICIAL USE 
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TRINSICALLY IMPERATIVE AT THIS PARTICULAR MOMENT, WHEN-GOP 
HAS A GOOD DEAL ELSE ON ITS MIND. HOWEVER. WE HAVE 
BEEN GETTING INCREASING FEELING THAT GOP PERCEIVES NUMBER 
OF PIECES IN COALITION OF SUPPORT IT HAS ASSEMBLED ALL 
COMING UNSTITCHED AT SAME TIME, AND THAT IT IS, TO SOME 
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EXTENT, THRASHING ABOUT FOR WAYS OF PUTTING THEM BACK 
TOGETHER. COURTING OF BUSINESS LENDS CREDENCE TO THIS; IT 
APPEARS AS EFFORT TO MEND THE SOMEWHAT ERODED IMAGE OF GOP 
WITH ONE OF ITS SEVERAL PUBLIC CONSTITUENCIES. THESE GOP 
EFFORTS TO GIVE MORE SUBSTANCE TO EARLIER PROMISES OF IMPROVED 
COMMUNICATION ARE GENERALLY WELCOMED BY PRIVATE SECTOR REPRE- 
SENTATIVES WE HAVE CONTACTED. OPPORTUNITY TO REACH HIGHEST 
OFFICIALS OF GOVERNMENT IS PARTICULARLY WELCOMED; LAST WEEK'S 
SESSIONS AT PRESIDENTIAL PALACE APPARENTLY PROVIDED OPPORTUNITY 
FOR EXCEPTIONALLY FRANK EXPOSITION OF BUSINESSMAN S POINT OF 
VIEW. IN GENERALLY CHANCY ATMOSPHERE PREVAILING HERE, CURRENT 
RECEPTIVITY OF BUSINESS TO THIS INITIATIVE IS PROBABLY MOST 
WELCOME TO GOP, AND SHOULD TEND TO BOLSTER GOVERNMENT CONFIDENCE 
THAT PROBLEMS IN THIS AREA CAN BE CONTROLLED IN SHORT-TERM 
FUTURE. 

6. LONGER-RANGE RESULTS OF THIS PROCESS ARE NOT YET CERTAIN. 

CENTRAL ROLE OF VICE PRESIDENT GERARDO GONZALEZ IN LATEST 
DIALOGUE WITH PRIVATE SECTOR SEEMS EXPECIALLY NOTEWORTHY. HE 
IS AN ECONOMIST BY TRAINING AND AN EXPERIENCED, AND INSTINCTIVE, 
POLITICIAN. GOP INTENT AT TIME OF HIS ELECTION IN JULY WAS 
THAT AS VP, GONZALEZ SERVE AS PUBLIC ADVOCATE OF THE REVO- 
LUTION, AND CARRY ON ACTIVE DIALOGUE WITH ALL SECTORS IN 
COUNTRY, INCLUDING PRIVATE UBSINESS. CURRENT ROLE 
NOW IS REALIZATION OF THIS INTENT. HE IS, HOWEVER, STILL 
MISTRUSTED BY MANY IN PRIVATE SECTOR AS LEFTIST (WHICH 
HE PUBLICLY IS) AND POSSIBLE COMMUNIST (WHICH, SO FAR AS 
WE KNOW, HE CURRENTLY IS NOT). HERETOFORE, PRESIDENT LAKAS 
HAS APPEARED TO BUSINESSMEN TO BE THEIR PRINCIPAL ADVOCATE 
WITHIN GOP AND, ESPECIALLY, WITH GEN. TORRIJOS; LAKAS, HOWEVER, 
REPORTEDLY CAME INTO MEETINGS AT PRESIDENTIAL PALACE 
ONLY BRIEFLY TO GREET PARTICIPANTS AND TOOK NO ACTIVE PART 
IN DISCUSSIONS THERE. WE DOUBT THAT LAKAS' CONTACTS WITH 
BUSINESS WILL BE DIMINSHED; HIS PERSONAL POSITION APPEARS 
AS SECURE AS EVER, AND HIS DOOR WILL REMAIN OPEN TO BUSINESS, 

WITH GONZALEZ LEADING MORE PUBLIC AND INSTITUTIONALIZED 
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SORT OF CONSULTATIONS IN PARALLEL WITH LAKAS' EFFORTS. 

THIS MUTUAL EXPOSURE MAY WELL RESULT ULTIMATELY IN A 
REDUCTION OF BUSINESS RESERVATIONS ABOUT DEALING WITH GONZALEZ. 
HOWEVER, IF BUSINESSMEN PERCEIVE THEMSELVES IN LONG RUN AS 
BEING SHUNTED OFF TO AN UNPRODUCTIVE DIALOGUE WITH AN 
UNSYMPATHETIC LEFTIST, LONG-TERM NET EFFECT ON BUSINESS 
CONFIDENCE WHICH GOP IS TRYING TO CULTIVATE LIKELY TO BE 
NEGATIVE. 

GONZALEZ 
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